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Mr. McCarran, from the Special Subcommittee on Foreign Economic 
Cooperation, submitted the following 


REPORT 


CONCERNING VIOLATION OF UNITED STATES TREATY RIGHTS 
IN FRENCH MOROCCO 


INTRODUCTION 


Last September Congress qualified the 1951 appropriation for the 
Economic Cooperation Administration so as to remedy what it con- 
sidered an unhealthy situation confronting American businessmen in 
French Morocco. The qualification provided that after November 1, 
1950, ECA should terminate aid to any country having a dependent 
area that failed to live up to any treaty between such dependent area 
and the United States. 

French Morocco, a dependent area of France, is not complying with 
its treaties with the United States. Yet aid to France is continuing. 

The congressional action is not accomplishing its purpose. 

The subcommittee sent its agent to French Morocco to make an 
investigation on the spot of the situation and the following report 
relates the background leading up to the legislation in question, as 
well as developments since passage of the 1951 appropriation for 
ECA. It is submitted in the belief that the Senate will find it useful 
in case it decides that the will of Congress should be carried out. 


BACKGROUND 


For approximately 2 years Congress has received complaints con- 
cerning the violation of treaties between the United States and French 
Morocco. Specifically, it has been informed that certain treaty rights 
have been denied to American resortissants (Americans living in 
Morocco). 

The treaty rights involved are based on several treaties and con- 
ventions dating back to the treaty of 1836 between the Sultan of 
Morocco and the United States. 








2 VIOLATION OF UNITED STATES TREATY RIGHTS IN FRENCH MOROCCO 


This treaty has long been acknowledged to provide that Moroccan 
laws and regulations are not applicable to citizens of the United States 
unless the assent of the United States Government is first obtained. 
Also, it has been regarded that these treaties granted Americans 
exemption from the jurisdiction of the Moroccan courts. Therefore, 
there has been maintained the system of United States consular 
courts exercising jurisdiction over all American citizens in Morocco. 

Since 1912 the French Republic has exercised a protectorate over 
Morocco which the United States has generally recognized, as evi- 
denced by an exchange of formal notes dated January 2 and October 
20, 1917. This recognition, however, contained certain reservations, 

In 1939 the Sherifian government in Morocco established a system 
of foreign-exchange control and in December 1948 took further 
measures subjecting to license all imports even though not requiring 
official allocation of foreign exchange. These regulations were 
intended to limit imports to certain products deemed by the Sherifian 
government as indispensable to the economy of Morocco. 

The application of these latter regulations to United States citizens 
gave rise to the present difficulties. 

Prior to World War II the great majority of Morocce’s imports, 
articularly consumer goods, had originated either in metropolitan 
rance or French overseas territories or had been handled through 

French companies and French nationals. 

After the fall of France and during the Vichy regime Moroccan 
trade was practically halted. Being entirely dependent upon outside 
areas for industrially produced goods. the Moroccan economy became 
starved for certain imports during this time. 

Immediately after the war a number of American soldiers, having 
observed the pent-up demand for consumer-goods imports, saw 
opportunities to become engaged in profitable enterprises and either 
remained in Morocco or shortly after demobilization returned there 
to engage in business, chiefly as importers and exporters. 

It goes without question that the chief asset available to these 
entrepreneurs was the special status enjoyed by American citizens in 
not being subject to the foreign-exchange regulations of the Sherifian 
government. In other words, an American citizen could import any 
article or material from a dollar source without being required to 
call upon the government for an allocation of official foreign exchange. 

Such a position would appear to give American citizens an advan- 
tage over the French citizens engaged in the same business, if it is 
assumed that the French importer had no available for eign exe hange 
except that which could be acquired through the government’s official 
alloc iain system. 

The import-licensing regulations of December 1948, even though 
not requiring official allocations of foreign exchange, would, if applied 
to American citizens, have limited the capacity of American nationals 
to engage in the import of commodities without the consent of the 
Sherifian government. 

It is the contention of the French that the proximity of Morocco 
to Tangier, a free-money market, has made it an easy matter for 
American citizens not subject to the statutes of the French colonial or 
Sherifian government regulating foreign-exchange transactions to ex- 
change Moroccan francs for dollars. Investigation of this claim failed 
to substantiate that the Tangier market was in fact the substantial 
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source of the dollars acquired by American citizens engaged in import 
activities. Limited inquiries indicated that the chief source was 
Moroccan and French metropolitan banks. It appears that such banks 
have access to dollar assets of French nationals located abroad which 
they are anxious to sell for French francs at rates established for ex- 
change in the Tangier market. While some dollars are acquired 
through the Tangier market, it is believed the majority are derived 
through other sources. The claim of the French is that such a situa- 
tion is intolerable with respect to their nationals and results in an 
unfair advantage for the American citizen engaged in competitive 
business. 

It is exactly at this point that the issue involving the treaty rights is 
raised. If the treaty rights enjoyed by the Americans are valid, then 
without the consent or assent of the United States Government, the 
American citizen engaged in import or export trade in Morocco is in a 
position to import or export using dollars or other foreign exchange 
within his own discretion, without subjecting himself to either the 
allocation of foreign-exchange regulations or the import or export 
license of the Sherifian government. 

The United States Department of State, although acknowledging 
the rights of American citizens under the treaty, felt that the passage 
of the Foreign Assistance Act of 1948 required the French to undertake 
certain measures necessary to control their foreign-exchange assets. 
It therefore gave the assent of the United States to the Sherifian 
government for application of the foreign-exchange regulations and 
the import license control to American citizens. 

The American citizens so affected in turn raised the question as to 
the authority of the State Department to give its assent to such 
regulations which interfere with their treaty rights. Through their 
local organizations, the American Trade Association of Morocco, the 
American Chamber of Commerce of Morocco, and American Legion 
post, they made repeated protests to the Department and to the 
Congress. 

The State Department and the ECA originally contended that the 
Foreign Assistance Act of 1948, as amended, is in direct conflict with 
the treaty rights heretofore enjoyed by American ressortissants. They 
referred particularly to section 115 (d) (2) of such act, which requires 
a bilateral agreement between the United States and France, whereby 
France undertakes to take such financial and monetary measures as 
are necessary to stabilize its currency, to establish or maintain a valid 
rate of exchange, to balance its governmental budget, and generally 
to restore or maintain confidence in its monetary system. Therefore, 
basing its authority on the Foreign Assistance statutes, the Depart- 
ment assented to the application of the afore-mentioned regulations to 
American citizens. 

The assent granted by the Department of State to the imposition of 
import controls has been temporary and conditional. There have 
been several exchanges of memoranda between the Department and 
the French colonial authorities, establishing a procedure for applying 
these regulations to American citizens desiring to engage in import 
trade in Morocco. There was an attempt by the U nited States au- 
thorities to establish, also, a consultative group at Rabat. It was the 
object of this group, which would consist of American consular officials 
and officials of the French colonial government, to work out the details 
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of the program for application to American citizens. The French have 
refused formal recognition of such a plan although it operates inform- 
ally. The French agreed to establish a so-called free list designed to 
allow Americans to import, without allocations of foreign exchange, 
items so specified in said free list. Application of the free list has 
caused considerable trouble and friction between the American citizens 
in Morocco and the French officials. 

It is significant that the French put on the free list several items— 
namely, sugar, tea, and coffee—which are of the gravest importance 
to the political stability of the French colonial administration in 
Morocco. These are the principal items of import into Morocco, and 
the French must supply them in order to alleviate political unrest 
among the Arabs. 

By placing these very important items on the free list, the French 
seem to have negated their own argument, with respect to American 
resortissants, that control of all dollar or foreign exchange is essential 
to stabilization of the franc. It would appear that the French have 
been successful in playing both sides of the street, controlling all ex- 
change when it was to the advantage of French business and freeing 
imports when the economy required more exchange than they de- 
sired to release. 

Since the assent of the United States has been given to the applica- 
tion of the exchange regulations and import-license system to 
American citizens, there has been constant friction concerning the 
equitable application of such regulations to the American applicants 
for license and allocations of dollars. It is without question that 
the French officials have taken unfair advantage of the situation, and 
have administered the regulations in such manner as to cause the 
greatest inconvenience and embarrassement to the American 
ressortissants. The State Department, having determined that its 
assent to these regulations was required by the Foreign Assistance 
Act, found itself in a position naturally so weakened that American 
officials bargaining for more equitable treatment for American 
ressortissants in the application of the regulations were never able 
to demand but always required to plead. This report does not 
concern itself with the repetition of the numerous charges of favoritism 
and other inequities heretofore alleged before the Appropriations 
Committees in this matter. It will suffice to say that many, if not 
all, of the complaints were justified. In fairness, however, it should 
be stated that a number were of a minor character and of the type 
necessarily resulting from bureaucratic control of business operations. 
The officials of the consular service in Rabat and Casablanca have 
secured as best they could, within the scope of their authority, 
protection for American citizens doing business in Morocco. How- 
ever, they have been at a continuous disadvantage because of the 
French colonial officials’ knowledge that the policy of our State 
Department was to grant the assent of the United States to such 
regulations considered necessary to control foreign exchange and 
license imports of all Moroccan trade. 

Although the consultative machinery heretofore mentioned has 
achieved some degree of success in remedying some of the complaints 
arising under the administration of the regulations, it has been unable 
to satisfy the group of Americans in the entirety. One of the chief 
complaints of the group is centered against the imposition and collec- 
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tion of consumption taxes by the Sherifian government. This action 
clearly seems to be in derogation of treaty rights, and does not 
appear to be a measure undertaken for the purpose of exercising the 
control of foreign exchange and licensing of imports. 

The State Department has registered complaints regarding the 
collection of such taxes and has attempted to secure a refund to the 
American ressortissants, but has been unable to achieve satisfaction. 
This is pointed out to show how the French have extended the scope 
of their regulations beyond reasonable requirements with an apparent 
intent to interfere with the business activities of the American citizens 
now doing business in Morocco. 

In the past some reflection has been cast upon the reliability of the 
group currently doing business in Morocco. It has been suggested 
that they receive their capital from French sources. It is acknowl- 
edged that immediately following the end of the war there were many 
unreliable characters engaging in import business 1 in Morocco. They 
are generally referred to as passport traders; i. e., they managed to do 
a little business because of the position they sameined by having an 
American passport. 

It is safe to say at this time, however, that the great majority of 
such unreliable characters have disappeared from the scene, and that 
the overwhelming majority of the present group are reliable, honest, 
and courageous businessmen who are attempting to make a place in 
the business world for themselves. Personal observation indicates 
that they have all of the qualities necessary to do so if they are not 
subjected to unfair tactics. 

It appears that the majority of the group lean toward an equitable 
solution to the difficulties, although some members of the group desire 
to exploit the treaty rights to the fullest extent for their own personal 
gain. Most of the men engaged in business are content to live and 
let live, but they do require assistance in seeing that they are fairly 
treated in the administration of such rules and regulations as may be 
necessary to the management of a viable economy in Morocco. 


EVENTS SINCE SEPTEMBER 1950 


Not satisfied with the treatment accorded them under the adminis- 

tration of the regulations, the American citizens so affected appealed 
to the Congress again during the consideration of appropriations for 
foreign aid for the fiscal year ending June 30, 1951 and, as a result, 
the Congress enacted the so-called Hickenlooper amendment. The 
amendment reads as follows: 
Provided further, That after November 1, 1950, no funds herein appropriated 
shall be made available to any nation of which a dependent area fails in the 
opinion of the President to comply with any treaty to which the United States 
and such dependent area are parties * * *, 

This amendment was made to title 1 of chapter 11, the foreign- 
aid title of the General Appropriations Act for 1951. In this con- 
nection it is significant that the foregoing action was taken by the 
Congress as a result of continued complaints approximately 4 months 
after the enactment of the Economic Cooperation Act of 1950 which 
included the so-called Connally amendment. 

This amendment, if effectively administered, might have achieved 
the desired results without the more stringent requirements of the 
amendment to the appropriation act. 


6 VIOLATION OF UNITED STATES TREATY RIGHTS IN FRENCH MOROCCO 


The Connally amendment would have prohibited the imposition of 
such license and currency control which discriminate against citizens 
of the United States, unless such restrictions are reasonably required 
to meet balance-of-payment conditions or are authorized by inter- 
national agreements. 

The fact that the French provide for the import of certain most 
important imports free of the exchange control and license require- 
ment would seem to negate any argument as to the necessity of impos- 
ing restrictions for the purpose of meeting balance-of-payment 
conditions. 

More important, however, seems to be the treaty provisions between 
Morocco and the United States which prohibit discrimination against 
American citizens and exempt them from the application of Moroccan 
laws. 

Legislative history of this amendment, as developed from the 
Congressional Record, indicates that it is clearly the intention of the 
Congress that the Foreign Assistance Act of 1948 should not be con- 
strued as having authorized the Department of State to grant assent 
to the Sherifian government for application of various rules and regu- 
lations to American citizens in derogation of their treaty rights. 

It would appear, therefore, that the Department of State should 
withdraw the assent previously given, and demand for the American 
citizens engaged in trade in Morocco the full rights accorded to them 
prior to the assent and derived from the American interpretation of 
such treaty rights. 

In view of this situation, which would have required the Depart- 
ment to withdraw its assent, the French Government on October 28 
filed an application with the International Court of Justice at The 
Hague for an adjudication of the United States treaty rights in 
Morocco. 

Because of this action by the French Government, the President 
has announced that he will not make a determination regarding 
compliance with the treaty until the decision of the Court had been 
received. The President’s decision appears to be contrary to the 
intent of Conzress in writing the amendment. It is without ques- 
tion that a decision of the Court cannot be had during the present 
fiscal year, and probably for some years thereafter. Should the Court 
decide in favor of the United States, it would be too late to apply the 
provisions of the amendment to aid to France. Therefore, the action 
of the executive branch, following the appeal by the French to the 
International Court, has rendered the action of Congress for all 
intents and purposes void. 


CONCLUSIONS 


Inasmuch as the funds provided by Congress are a grant of benev- 
olence, it would appear that any conditions the Congress intended or 
desired to make a part of such grant would be followed by the executive 
departments. The action of Congress indicated that the treaty 
rights of American citizens should be respected; and, further, it was 
the opinion of Congress that the treaty rights were applicable and 

valid, and that grants of aid to the recipient ‘countries should be made 
only upon the “condition that our treaties, as interpreted by the 
United States and heretofore accepted by both parties, should be 
fully carried out. 
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The resort to this manner of circumventing the will of Congress 
appears to be highly irregular and points out the necessity for greater 
congressional control of appropriations. 

Although it is unfortunate that the penalty for failure to comply 
with the treaty may seem highly disproportionate to the offense, and 
the application of the law as written by the Congress may not fit the 
State Department’s ideas in executing the foreign policy of the United 
States, the responsibility for this situation must be placed on the 
doorstep of the State Department. The controversy arising from the 
Moroccan treaty has been apparent to the State Department since 
the spring of 1949. The State Department failed to advise the 
Congress properly concerning a solution of the problem which would 
afford protection for the rights of the American citizens involved, and 
which would at the same time implement the execution of American 
foreign policy. 
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